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Abstract 
We examine common stock price reactions to offshore capital ex- 
penditures undertaken by U. S. multinational firms. Arguments based 
on optionality and expropriability lead to predicted price reac- 
tions conditioned on the degree of ambiguity in property rights 
enforcement in the host country. Our findings based on 159 for- 
eign investment decisions reveal a signiJicant influence of prop- 
erty rights ambiguity on the valuation eJfect. For investment in 
countries where property rights are enforced as reliably as in the 
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